ARTICLE III

TERMS OF MERGER

3.1. Certificate of Incorporation. As of the

Effective Time, the Certificate of Incorporation of the Company
shall be amended pursuant to the Certificate of Merger to be
identical to the Certificate of Incorporation of Merger Sub in
effect immediately prior to the Effective Time, except that
Article FIRST thereof shall read as follows: "The name of the
Corporation (which is hereinafter called the "Corporation") is
Teleport Communications Group Inc." Such Certificate of
Incorporation as so amended shall be the Certificate of
Incorporation of the Surviving Corporation, until duly amended
in accordance with the terms thereof and of the DGCL. Prior to
the Effective Time, Parent shall take such steps as are
necessary so that immediately prior to the Effective Time the
Certificate of Incorporation of Merger Sub shall include the
provisions of Articles V.B. and VIII of the Certificate of
Incorporation of the Company.

3.2. The By-lLaws. The By-Laws of the Company shall
be amended as of the Effective Time to be identical to the By-
Laws of Merger Sub in effect immediately prior to the Effective
Time and, in such amende-. form, shall be the By-Laws of the
Surviving Corporation, until duly amended in accordance with
the terms thereof, of the Certificate of Incorporation of the
Surviving Corporation and of the DGCL.

3.3. Directors. The directors of Merger Sub at the
Effective Time shall, from and after the Effective Time, be the
directors of the Surviving Corporation until their successors
have been duly elected or appointed and qualified or until
their earlier death, resignation or removal in accordance with
the Surviving Corporation’s Certificate of Incorporation and
By-Laws.

3.4. QOfficers. The officers of the Company at the
Effective Time shall, from and after the Effective Time, be the
officers of the Surviving Corporation until their successors
have been duly elected or appointed and qualified or until
their earlier death, resignation or removal in accordance with
gheLSurviving Corporation’s Certificate of Incorporation and
y-Laws.

ARTICLE IV

SHARE CONSIDERATION; CONVERSION OR
CANCELLATION OF SHARES IN THE MERGER

g.l. Share Consideration; Conversion or Cancellation
of Shares in the Merger. Subject to the provisions of this
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Article IV, at the Effective Time, by virtue of the Merger and
without any action on the part of the holders thereof, the
shares of the constituent corporations shall be converted or

cancelled as follows:

(a) Each Share issued and outstanding immediately
prior to the Effective Time (other than Shares owned by
Parent or the Company or any of their respective Wholly-
Owned Subsidiaries) shall be converted into .943 of a
Parent Common Share (the "Exchange Ratio"). If, prior to
the Effective Time, Parent should split or combine the
Parent Common Shares, or pay a stock dividend or other
stock distribution in Parent Common Shares, or otherwise
change the Parent Common Shares into any other securities,
or make any other dividend or distribution on the Parent
Common Shares (other than normal quarterly dividends as
the same may be adjusted from time to time in the ordinary
course), then the Exchange Ratio will be appropriately ad-
justed to reflect such split, combination, dividend or
other distribution or change.

(b) All Shares to be converted into Parent Common
Shares pursuant to this Section 4.1 shall cease to be out-
standing, shall be canceled and retired and shall cease to
exist, and each holw.er of a certificate representing any
such Shares shall thereafter cease to have any rights with
respect to such Shares, except the right to receive for
each of the Shares, upon the surrender of such certificate
in accordance with Section 4.2, the amount of Parent Com-
mon Shares specified above (the "Share Consideration") and
cash in lieu of fractional Parent Common Shares as contem-
plated by Section 4.3.

(c) Each Share issued and outstanding and owned by
Parent or the Company, or any of their respective Wholly-
Owned Subsidiaries, immediately prior to the Effective
Time shall cease to be outstanding, shall be canceled and
retired without payment of any consideration therefor and
shall cease to exist.

(d) Each share of Common Stock, par value $0.01 per
share, of Merger Sub issued and outstanding immediately
prior to the Effective Time shall be converted into one
share of common stock of the Surviving Corporation.

(e) At the Effective Time, each of the then out-
standing stock options, if any, to purchase Shares (each,
a "Company Option") issued by the Company pursuant to any
stock option or similar plan of the Company, and any non-
p}an options set forth in Section 5.6 of the Company
Disclosure Statement issued by the Company pursuant to an
option agreement or otherwise, shall, by virtue of the
Merger, and without any further action on the part of any
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holder thereof, be assumed by Parent and converted into an
option (a "Parent Option") to purchase that number of Par-
ent Common Shares determined by multiplying the number of
Shares subject to such Company Option at the Effective
Time by the Exchange Ratio, at an exercise price per Par-
ent Common Share equal to the exercise price per share of
such Company Option immediately prior to the Effective
Time divided by the Exchange Ratio, rounded down to the
nearest whole cent. If the foregoing calculation results
in an assumed Company Option being exercisable for a frac-
tion of a Parent Common Share, then the number of Parent
Common Shares subject to such option shall be rounded up
to the nearest whole number of shares, with no cash being
payable for such fractional share. The terms and condi-
tions of each Parent Option shall otherwise remain as set
forth in the Company Option converted into such Parent
Option. The adjustment provided herein with respect to
any options which are "incentive stock options" (as de-
fined in Section 422 of the Code) shall be and is intended
to be effected in a manner which is consistent with Sec-
tion 424 (a) of the Code.

(f) At the Effective Time, each of the .then out-
standing stock incentive rights to acquire Shares (each, a
"Company Stock Inceutive Right") held by any Person as a
result of the consummation of the transactions contem-
plated by the ACC Agreement shall, by virtue of the
Merger, and without any further action on the part of any
holder thereof, be assumed by Parent and converted into a
right (a "Parent Stock Incentive Right") to acquire that
number of Parent Common Shares determined by multiplying
the number of Shares subject to such Company Stock Incen-
tive Right at the Effective Time by the Exchange Ratio.

If the foregoing calculation results in an assumed Company
Stock Incentive Right providing the right to acquire a
fraction of a Parent Common Share, then the number of Par-
ent Common Shares subject to such right shall be rounded
up to the nearest whole number of shares, with no cash
being payable for such fractional share. The terms and
conditions of each Parent Stock Incentive Right shall oth-
erwise remain as set forth in the Company Stock Incentive
Right converted into such Parent Stock Incentive Right.

(g) At the Effective Time, each of the then out-
standing share units under the Company’s 1996 Equity In-
centive Plan (each, a "Company Stock Unit") shall, by vir-
tue of the Merger, and without any further action on the
part of any holder thereof, be assumed by Parent and con-
verted into a right (a "Parent Stock Unit") to receive
tha; number of Parent Common Shares determined by multi-
plylng the number of Shares subject to such Company Stock
Unit at the Effective Time by the Exchange Ratio. If the
foregoing calculation results in an assumed Company Stock
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Unit providing the right to acquire a fraction of a Parent
Common Share, then the number of Parent Common Shares sub-
ject to such right shall be rounded up to the nearest
whole number of shares, with no cash being payable for
such fractional share. The terms and conditions of each
Parent Stock Unit shall otherwise remain as set forth in
the Company Stock Unit converted into such Parent Stock
Unit. The Company shall take all necessary action prior
to the Effective Time to amend the Company’s 1996 Equity
Incentive Plan to permit the assumption and conversion
described in this Section 4.1(g) and to provide that all
determinations made by reference to Shares shall be made
by reference to Parent Common Shares.

(h) The Company shall terminate the Company’s 1397
Employee Stock Purchase Plan (the "Company Stock Purchase
Plan") effective as of no later than two business days
prior to the Closing Date.

4.2. Payment for Shares in the Merger. The manner of

making payment for Shares in the Merger shall be as follows:

.(a) At the Effective Time, Parent shall make avail-
able to an exchange agent selected by Parent and reason-
ably acceptable to tne Company (the "Exchange Agent"), for
the benefit of those Persons who immediately prior to the
Effective Time were the holders of Shares, a sufficient
number of certificates representing Parent Common Shares
required to effect the delivery of the aggregate Share
Consideration required to be issued pursuant to Section
4.1 (the certificates representing Parent Common Shares
comprising such aggregate Share Consideration being here-
inafter referred to as the "Exchange Fund”). The Exchange
Agent shall, pursuant to irrevocable instructions, deliver
the Parent Common Shares contemplated to be issued pursu-
ant to Section 4.1 and effect the sales provided for in
Section 4.3 out of the Exchange Fund. The Exchange Fund
shall not be used for any other purpose.

(b) Promptly after the Effective Time, the Exchange
Agent shall mail to each holder of record (other than
holders of certificates for Shares referred to in Section
4.1(c)) of a certificate or certificates which immediately
prior to the Effective Time represented outstanding Shares
(the "Certificates") (i) a form of letter of transmittal
(which shall specify that delivery shall be effected, and
risk of loss and title to the Certificates shall pass,
only upon proper delivery of the Certificates to the Ex-
change Agent) and (ii) instructions for use in effecting
the surrender of the Certificates for payment therefor.
Upon surrender of Certificates for cancellation to the
Exchange Agent, together with such letter of transmittal
duly executed and any other required documents, the holder
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of such Certificates shall be entitled to receive for each
of the Shares represented by such Certificates the Share
Consideration and the Certificates so surrendered shall
forthwith be canceled. Until so surrendered, Certificates
shall represent solely the right to receive the Share Con-
sideration and any cash in lieu of fractional Parent Com-
mon Shares as contemplated by Section 4.3 with respect to
each of the Shares represented thereby. No dividends or
other distributions that are declared on the Parent Common
Shares and payable to the holders of record thereof after
the Effective Time will be paid to Persons entitled by
reason of the Merger to receive Parent Common Shares until
such Persons surrender their Certificates. Upon such sur-
render, there shall be paid to the Person in whose name
the Parent Common Shares are issued any dividends or other
distributions having a record date after the Effective
Time and payable with respect to such Parent Common Shares
between the Effective Time and the time of such surrender.
After such surrender, there shall be paid on the applica-
ble payment date, to the Person in whose name the Parent
Common Shares are issued, any dividends or other distribu-
tions on such Parent Common Shares which shall have a
record date after the Effective Time and.prior to .such
surrender and a payment date after such surrender. 1In no
event shall the Persons entitled to receive such dividends
or other distributions be entitled to receive interest on
such dividends or other distributions. If any cash or any
certificate representing Parent Common Shares is to be
paid to or issued in a name other than that in which the
Certificate surrendered in exchange therefor is regis-
tered, it shall be a condition of such exchange that the
Certificate so surrendered shall be properly endorsed and
otherwise in proper form for transfer and that the Person
requesting such exchange shall pay to the Exchange Agent
any transfer or other taxes required by reason of the is-
suance of certificates for such Parent Common Shares in a
name other than that of the registered holder of the Cer-
tificate surrendered, or shall establish to the reasonable
satisfaction of the Exchange Agent that such tax has been
paid or is not applicable. Notwithstanding the foregoing,
neither the Exchange Agent nor any party hereto shall be
liable to a holder of Shares for any Parent Common Shares
or dividends thereon or other distributions with respect
thereto or, in accordance with Section 4.3, proceeds of
the sale of fractional interests, delivered to a public
official pursuant to applicable escheat law. The Exchange
Agent shall not be entitled to vote or exercise any rights
of anership with respect to the Parent Common Shares held
by it from time to time hereunder, except that, subject to
app}lcable escheat law, it shall receive and hold all
dividends or other distributions paid or distributed with
respect to such Parent Common Shares for the account of
the Persons entitled thereto.
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(c) Certificates surrendered for exchange by any
Person constituting a Rule 145 Affiliate of the Company
shall not be exchanged for certificates representing Par-
ent Common Shares until Parent has received a written
agreement from such Person as provided in Section 7.9.

(d) Any portion of the Exchange Fund and the Frac-
tional Securities Fund (and any dividends or other distri-
butions with respect to such portion of the Exchange Fund)
which remains unclaimed by the former stockholders of the
Company for one year after the Effective Time shall be
delivered to Parent, upon demand of Parent, and any former
stockholders of the Company shall thereafter lock only to
Parent for payment of their claim for the Share Consider-
ation (and any such dividends or other distributions) or
for any cash in lieu of fractional Parent Common Shares.

(e) In the event that any Certificate has been lost,
stolen or destroyed, upon the making of an affidavit of
that fact by the Person claiming such Certificate to be
lost, stolen or destroyed and, if required by the Surviv-
ing Corporation, the posting by such Person of a bond in
such reasonable amount as Parent may direct as indemnity
against any claim that may be made against it with respect
to such Certificate, Parent will, in exchange for such
lost, stolen or destroyed Certificate, issue or cause to
be issued the number of Parent Common Shares and pay or
cause to be paid any amounts deliverable in respect there-
of pursuant to this Article IV.

4.3. Fractional Shares. No fractional Parent Common
Shares shall be issued in the Merger. 1In lieu of any such
fractional securities, each holder of Shares who would other-
wise have been entitled to a fraction of a Parent Common Share
upon surrender of Certificates for exchange pursuant to this
Article IV will be paid an amount in cash (without interest)
equal to such holder’s proportionate interest in the net pro-
ceeds from the sale or sales in the open market by the Exchange
Agent, on behalf of all such holders, of the aggregate frac-
tional Parent Common Shares issued pursuant to this Article IV.
As soon as practicable following the Effective Time, the Ex-
change Agent shall determine the excess of (a) the number of
full Parent Common Shares delivered to the Exchange Agent by
Parent over (b) the aggregate number of full Parent Common
shares to be distributed to holders of Shares (such excess be-
ing herein called the "Excess Shares"), and the Exchange Agent,
as agent for the former holders of Shares, shall sell the Ex-
cess Shares at the prevailing prices on the NYSE. The sale of
the Excess Shares by the Exchange Agent shall be executed on
the NYSE through one or more member firms of the NYSE and shall
be executed in round lots to the extent practicable. Parent
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shall pay all commissions, transfer taxes and other ocut-of-
pocket transaction costs, including the expenses and compensa-
tion of the Exchange Agent, incurred in connection with such
sale of Excess Shares. Until the net proceeds of such sale
have been distributed to the former stockholders of the Com-
pany, the Exchange Agent will hold such proceeds in trust for
such former stockholders (the "Fractional Securities Fund").
As soon as practicable after the determination of the amount of
cash to be paid to former stockholders of the Company in lieu
of any fractional interests, the Exchange Agent shall make
available in accordance with this Agreement such amounts to
such former stockholders.

4.4. Transfer of Shares after the Effective Time.
No transfers of Shares shall be made on the stock transfer
books of the Company after the close of business on the day
prior to the date of the Effective Time.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company hereby represents and warrants to Parent
and Merger Sub that, exc.pt as set forth in the Company Dis-
closure Statement (each section of which qualifies the cor-
respondingly numbered representation and warranty or covenant
as specified therein):

' 5.1. Oxganization, Etc. of the Company. The Company
is a corporation duly organized, validly existing and in good

standing under the laws of the State of Delaware and has all
requisite corporate power and authority to own and operate its
properties and to carry on its business as now conducted and
proposed by the Company to be conducted. The Company is duly
qualified and in good standing in each jurisdiction in which
the property owned, leased or operated by it or the nature of
the business conducted by it makes such qualification necessary
and where the failure to be so qualified or in good standing
has or would have, individually or in the aggregate, a Material
Adverse Effect on the Company.

5.2. Subsidiaries. Section 5.2 of the Company Dis-
closure Statement contains a complete and accurate list of all
of the Subsidiaries of the Company as of the date hereof. Each
Subgldlary of the Company (a) is a corporation or other legal
entity duly organized, validly existing and (if applicable) in
gooq standing under the laws of the jurisdiction of its organi-
zation and has all requisite corporate, partnership or similar
power and authority to own its properties and conduct its
bu51ne§s and operations as currently conducted, except where
the fgllure to be duly organized, validly existing and in good
standing or to have such power and authority does not and would
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not have, individually or in the aggregate, a Materia} Adverse
Effect on the Company, and (b) is duly qualified and in good
standing in each jurisdiction in which the property owned,
leased or operated by it or the nature of the business con-
ducted by it makes such qualification necessary, except where
the failure to be so qualified or in good standing does not and
would not have, individually or in the aggregate, a Material
Adverse Effect on the Company.

5.3. Agreement. The Company has all necessary cor-
porate power and authority to execute and deliver this Agree-
ment, to perform its obligations hereunder and to consummate
the transactions contemplated hereby. This Agreement and the
consummation of the transactions contemplated hereby have been
unanimously approved by the Board of Directors of the Company
and have been duly authorized by all other necessary corporate
action on the part of the Company, except, in the case of the
Merger only, for the approval of the Company’s stockholders
contemplated by Section 7.3. This Agreement has been duly ex-
ecuted and delivered by a duly authorized officer of the Com-
pany and constitutes a valid and binding agreement of the Com-
pany, enforceable against the Company in accordance with its
terms. The Board of Directors of the Company has unanimously
approved the transactions contemplated by this Agreement and
the Voting Agreement, in:.luding the Merger, so as to render the
provisions of Section 203 of the DGCL inapplicable to the
transactions contemplated by this Agreement and to Parent and
Merger Sub in connection with this Agreement and the Voting
Agreement. The Board of Directors of the Company has directed
that this Agreement be submitted to the stockholders of the
Company for their approval. The affirmative approval, by vote
or written consent, of the holders of Shares representing a
majority of the votes that may be cast by the holders of all
outstanding Shares (voting as a single class) is the only vote
of the holders of any class or series of capital stock of the
Company necessary to adopt this Agreement and approve the
Merger.

5.4. Permits; Compliance. Each of the Company and
its Subsidiaries is in possession of all Permits from appropri-
ate Governmental Bodies (including the FCC) necessary for the
Company or any of its Subsidiaries to own, lease and operate
its properties or to carry on their respective businesses as
they are now being conducted (the "Company Permits"), and all
such Company Permits are valid, and in full force and effect,
except where the failure to have, or the suspension or cancel-
%ation of, any of the Company Permits does not and would not,
individually or in the aggregate, (a) have a Material Adverse
Effect on the Company or (b) prevent or materially delay the
performance of this Agreement by the Company. No suspension or
cancellation of any of the Company Permits is pending or, to
the knowledge of the Company, threatened, except where the
failure to have, or the suspension or cancellation of, any of
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the Company Permits does not and would not, individually or in
the aggregate, (x) have a Material Adverse Effect on the
Company or (y) prevent or material}y delay the performance of
this Agreement by the Company. Neither the Company nor any of
its Subsidiaries is in conflict with, or in default or
violation of, (i) any Law applicable to the Company or any.of
its Subsidiaries or by which any property, asset or operation
of the Company or any of its Subsidiaries is bound or affected
or (ii) any Company Permits, except for such conflicts,
defaults or violations that do not and would not, individually
or in the aggregate, (A) have a Material Adverse Effect on the
Company or (B) prevent or materially delay the performance of
this Agreement by the Company.

5.5. Fairness Opinion. The Board of Directors of
the Company has received the opinion, dated as of the date
hereof, of Merrill Lynch, Pierce, Fenner & Smith Incorporated
to the effect that the Exchange Ratio is fair to the
stockholders of the Company from a financial point of view.

5.6. Capital Stock. The authorized capital stock of
the Company consists of (a) 450,000,000 shares of Class A Com-
mon Stock, of which 61,273,746 shares were outstanding as of
the close of business on the day prior to the date hereof, (b)
300,000,000 shares of Cl.ss B Common Stock, of which
113,489,040 shares were outstanding as of the close of business
on the day prior to the date hereof, and (c) 150,000,000 shares
of preferred stock, par value $.01 per share, none of which is
outstanding. All outstanding Shares are duly authorized, val-
idly issued, fully paid and nonassessable, and no class of
capital stock of the Company is entitled to preemptive rights.
There are no options, warrants or other rights to acquire
capital stock (or securities convertible into or exercisable or
exchangeable for capital stock) from the Company, other than
(a) the issuance of up to a maximum of 23,239,673 shares of
Class A Common Stock pursuant to the ACC Agreement (including
with respect to options or other rights to acquire common stock
of ACC that are or may become outstanding and that will be
converted into similar rights to acquire shares of Class A
Common Stock upon consummation of the transactions contemplated
by the ACC Agreement), (b) the right of the holders of Class B
Common Stock to convert shares of Class B Common Stock into
Class A Common Stock pursuant to the Certificate of Incorpora-
tion of the Company, (c) options or other rights outstanding as
of the close of business on the day prior to the date hereof
representing in the aggregate the right to purchase or
otherwise acquire up to 6,278,000 shares of Class A Common
Stock pursuant to Employee Plans or Benefit Arrangements (plus
any options granted in accordance with Section 7.1(a) after the
date hereof), and (d) the right of eligible employees to
purchase shares of Class A Common Stock pursuant to the terms
of the Company Stock Purchase Plan as in effect on the date
hereof. From the close of business on the day prior to the
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date hereof until the execution of this Agreement, the Company
has not issued any capital stock or any options, warrants or
other rights to acquire capital stock (or securities convert-
ible into or exercisable or exchangeable for capital stock)
other than the issuance of shares of Class A Common Stock
pursuant to options referred to in clause (c) of the
immediately preceding sentence that were outstanding as of the
close of business on the day prior to the date hereof. All
outstanding shares of capital stock of, or other equity or
voting interest in, the Subsidiaries of the Company are owned
by the Company or a direct or indirect Wholly-Owned Subsidiary
of the Company, free and clear of all liens, charges,
encumbrances, claims and options of any nature and no Person
has any right to acquire any shares of capital stock of, or
other equity or voting interest in, any Subsidiary of the
Company .

5.7. Litigation. Except as disclosed in the Company

SEC Reports filed prior to January 1, 1998, there are no ac-
tions, suits, investigations or proceedings (adjudicatory,
rulemaking or otherwise) pending or, to the knowledge of the
Company, threatened against the Company or any of its Subsid-
iaries (or any Employee Plan or Benefit Arrangement), or any
property of the Company or any such Subsidiary (including In-
tellectual Property), beiore any arbitrator of any kind or in
or before or by any Governmental Body, except actions, suits,
investigations or proceedings which, individually or in the

‘aggregate, do not and would not (a) have a Material Adverse

Effect on the Company or (b) prevent or materially delay the
performance of this Agreement by the Company.

5.8. Compliance with Other Instruments, Etc. Nei-
ther the Company nor any Subsidiary of the Company is in vio-

lation of any term of (a) its charter, by-laws, other orga-
nizational documents or the Stockholders’ Agreement, or (b) any
agreement or instrument related to indebtedness for borrowed
money or any other agreement to which it is a party or by which
it is bound, the consequences of which violation, whether indi-
vidually or in the aggregate, do or would (i) have a Material
Adverse Effect on the Company or (ii) prevent or materially
delay the performance of this Agreement by the Company. The
execution, delivery and performance of this Agreement and the
consummation of the transactions contemplated hereby will not
result in any violation of or conflict with, constitute a de-
fault under, require any consent, waiver or notice under any
term of, or result in the reduction or loss of any benefit or
the creation or acceleration of any right or obligation under,
(a) the charter, by-laws or other organizational document of
the Company (or any of its Subsidiaries) or (b) any agreement,
note, bond, mortgage, indenture, contract, lease, Permit or
other obligation or right (excluding options, restricted stock,
employment contracts and other employee related obligations or
rights which are addressed in Section 5.9(f)) to which the
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Company or any of its Subsidiaries is a party or by wpich any
of the assets or properties of the Company or any of its .
Subsidiaries is bound, or any instrument or Law, or result in
the creation of (or impose any obligation on the Company or any
of its Subsidiaries to create) any mortgage, lien, charge,
security interest or other encumbrance upon any of the prop-
erties or assets of the Company or any of its Subsidiaries
pursuant to any such term, except in the case of clause (b)
where any of the foregoing, individually or in the aggregate,
does not and would not (i) have a Material Adverse Effect on
the Company or (ii) prevent or materially delay the performance
of this Agreement by the Company.

5.9. Emplovee Benefit Plans. (a) The Company Dis-
closure Statement sets forth as of the date hereof a true and
complete list of each "employee benefit plan" (as defined in
Section 3(3) of ERISA) of the Company and its Subsidiaries in
which current or former employees, agents, directors, or
independent contractors of the Company or its Subsidiaries
("Emplovees") participate or pursuant to which the Company or
any of its Subsidiaries may have a liability with respect to
Employees (each, an "Emplovee Plan"), and each other plan,

program, policy, contract or arrangement of the Company.and its

Subsidiaries providing for bonuses, pensions, deferred pay,
stock or stock related a..ards, severance pay, salary
continuation or similar benefits, hospitalization, medical,
dental or disability benefits, life insurance or other employee
benefits, or compensation to or for any Employees or any ben-
eficiaries or dependents of any Employees (other than direc-
tors’ and officers’ liability policies), whether or not insured
or funded (each, a "Benefit Arrangement"). Except as disclosed
on the Company Disclosure Statement, neither the Company nor
any of its Subsidiaries has any commitment to establish any
additional Employee Plans or Benefit Arrangements or to modify
or change any existing Employee Plan or Benefit Arrangement.
The Company has made available to Parent with respect to each
Employee Plan and Benefit Arrangement: (i) a true and complete
copy of all written documents comprising such Employee Plan or
Benefit Arrangement (including amendments and individual
agreements relating thereto) or, if there is no such written
document, an accurate and complete description of such Employee
Plan or Benefit Arrangement; (ii) the most recent Form 5500 or
Form 5500-C (including all schedules thereto), if applicable;
(iii) the most recent financial statements and actuarial
reports, if any; (iv) the summary plan description currently in
effect and all material modifications thereof, if any; and (v)
;?e most recent Internal Revenue Service determination letter,
if any.

(b) Each Employee Plan and Benefit Arrangement has
been.established and maintained in accordance with its terms
and in compliance with all applicable Laws, including ERISA and
the Code (and the prohibited transaction provisions of ERISA

-18-



and the Code), and all contributions required to be madg to the
Employee Plans and Benefit Arrangements have been mgde in a
timely fashion, except where such failure to establish,
maintain or comply, or to make such contributions, individually
or in the aggregate, does not and would not have a Material
Adverse Effect on the Company. Each Employee Plan that is
intended to be qualified under Section 401(a) of the Code has
received a favorable determination letter from the Internal
Revenue Service, and, to the knowledge of the Company, no event
has occurred which results or would result in a revocation of
such letter.

(c) No Employee Plan is subject to Title IV of
ERISA.

(d) No Employee Plan is a "multiemployer plan" (as
defined in Section 3(37) of ERISA) or a "multiple employer
plan”" described in Section 4063(a) of ERISA, and the Company
has not at any time in the past five years, contributed to or
been obligated to contribute to such a multiemployer plan or
multiple employer plan.

(e) Neither the. Company nor any ERISA Affiliate has
any material Controlled Group Liability, nor do any
circumstances exist that could result in any of them having any
Controlled Group Liability. "Controlled Group Liability" means
any and all liabilities under (i) Title IV of ERISA, (ii)
Section 302 of ERISA, (iii) Sections 412 and 4971 of the Code,
or (iv) the continuation coverage requirements of Sections 601
et seq. of ERISA and section 4980B of the Code.

(f) None of the execution or delivery of this Agree-
ment, the Voting Agreement, stockholder approval of the Merger
by the stockholders of the Company pursuant to the Stockholders
Consent or otherwise, or the consummation of the transactions
contemplated hereby or thereby (either alone or together with
any additional or subsequent events), constitutes an event
under any Employee Plan, Benefit Arrangement, loan to, or indi-
vidual agreement or contract with, an Employee that may result
in any payment (whether of severance pay or otherwise),
restriction or limitation upon the assets of any Employee Plan
or Benefit Agreement, acceleration of payment or vesting, in-
crease in benefits or compensation, or required funding, with
respect to any Employee, or the forgiveness of any loan or
other commitment of any Employees.

_ . (g) There are no actions, suits, arbitrations,
inquiries, investigations or other proceedings (other than rou-
tine claims for benefits) pending or, to the Company's knowl-
edge, threatened, with respect to any Employee Plan or Benefit
Arrangement, except for any of the foregoing that do not and
would not have, individually or in the aggregate, a Material
Adverse Effect on the Company.
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(h) Except as disclosed on the Company Disclosure
Statement, no amounts paid or payable by the Company or any
Subsidiary to or with respect to any Employee (including any
such amounts that may be payable as a result of the execution
and delivery of this Agreement or the Voting Agreement or the
consummation of the transactions contemplated hereby or there-
by) will fail to be deductible for United States federal income
tax purposes by reason of Section 280G of the Code.

(i) No Employees and no beneficiaries or dependents
of Employees are entitled under any Employee Plan or Benefit
Arrangement to post-employment welfare benefits of any kind,
including death or medical benefits, other than coverage
mandated by Section 4980B of the Code.

{j) There are no agreements with, or pending peti-
tions for recognition of, a labor union or association as the
exclusive bargaining agent for any of the employees of the Com-
pany or any of its Subsidiaries; no such petitions have been
pending at any time within two years of the date of this Agree-
ment and, to the knowledge of the Company, there has not been
any organizing effort by any union or other group seeking to
represent any employees of the Company .or any of its Subsid-
iaries as their exclusive bargaining agent at any time within
two years of the date of this Agreement. There are no labor
strikes, work stoppages or other labor troubles, other than
routine grievance matters, now pending, or, to the Company’s
knowledge, threatened, against the Company or any of its Sub-
sidiaries which have or would have, individually or in the
aggregate, a Material Adverse Effect on the Company, and there
have not been any such labor strikes, work stoppages or other
labor troubles, other than routine grievance matters, with
respect to the Company or any of its Subsidiaries at any time
within two years of the date of this Agreement.

5.10. Taxes. (a) The Company and its Subsidiaries
have filed all income Tax Returns and all material other United
States federal, state, county, local and foreign Tax Returns
required to be filed by them. The Company and its Subsidiaries
have paid all material Taxes due, other than Taxes appropriate
reserves for which have been made in the Company’'s financial
statements (and, to the extent material, such reserves have
been accurately described to Parent). There are no material
assessments or adjustments that have been asserted in writing
against the Company or its Subsidiaries for any period for
which the Company has not made appropriate reserves in the

Company’s financial statements included in the Company SEC
Reports.

_ (b) There are no material claims or assessments
pending against the Company or any of its Subsidiaries for any
allgggd deficiency in any Tax, and the Company has not been
notified in writing of any proposed material Tax claims or
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assessments against the Company or any of its Subsidiaries
(other than, in each case, claims or assessments for which
adequate reserves in the Company financial statements have been
established or which are being contested in good faith or are
immaterial in amount).

(c) There are no liens for Taxes on the assets of
the Company or any of its Subsidiaries, except for statutory
liens for current Taxes not yet due and payable (and except for
liens which do not and would not, individually or in the
aggregate, have a Material Adverse Effect on the Company).

(d) For purposes of this Agreement, the term "Tax"
means any United States federal, state, county or local, or
foreign or provincial income, gross receipts, property, sales,
use, license, excise, franchise, employment, payroll, value
added, alternative or added minimum, ad valorem or transfer
tax, or any other tax, custom, duty or governmental fee or
other like assessment or charge of any kind whatsoever,
together with any interest or penalty imposed by any Governmen-
tal Body. The term "Tax Return" means a report, return or
other information (including any attached schedules or any
amendments to such report, return or other information)
required to be supplied to or filed with a Governmental Body
with respect to any Tax, including an information return, claim
for refund, amended return or declaration or estimated Tax.

5.11. Intellectual Property. The Company and its
Subsidiaries own, or have the defensible right to use, the In-
tellectual Property used in their respective businesses, except
where the failure to own or have the right to use such Intel-
lectual Property, individually or in the aggregate, does not
and would not have a Material Adverse Effect on the Company.

5.12. Reports and Financial Statements. (a) The
Company has filed all reports (including proxy statements) and

registration statements required to be filed with the SEC since
its initial public offering (collectively, the "Company SEC
Reports"). The Company has previously furnished or made avail-
able to Parent true and complete copies of all the Company SEC
Reports filed prior to the date hereof. None of the Company
SEC Reports, as of their respective dates, contained any untrue
statement of material fact or omitted to state a material fact
required to be stated therein or necessary to make the state-
ments therein, in light of the circumstances under which they
were made, not misleading. Each of the balance sheets (in-
cluding the related notes) included in the Company SEC Reports
p;esen;s fairly, in all material respects, the consolidated
financial position of the Company and its Subsidiaries as of
tbe respective dates thereof, and the other related statements
(including the related notes) included in the Company SEC Re-
ports present fairly, in all material respects, the results of
operations and the changes in financial position of the Company
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and its Subsidiaries for the respective periods or as of the
respective dates set forth therein, all in conformity with
generally accepted accounting principles cons;stently applleq
during the periods involved, except as otherw1s§ no;ed tpereln
and subject, in the case of the unaudited interim financial
statements, to normal year-end adjustments. All of the Company
SEC Reports, as of their respective dates, complied as to form
in all material respects with the requirements of the Exchange
Act, the Securities Act and the applicable rules and
regulations thereunder.

(b) The Company and its Subsidiaries have not made
any misstatements of fact, or omitted to disclose any fact, to
any Governmental Body, or taken or failed to take any action,
which misstatements or omissions, actions or failures to act,
individually or in the aggregate, subject or would subject any
Company Permits referred to in Section 5.4 to revocation or
failure to renew, except where such revocation or failure to
renew, individually or in the aggregate, does not and would not
have a Material Adverse Effect on the Company.

(c) Except (i) as and to the extent disclosed or
reserved against on the balance sheet ¢f the Company as of Sep-
tember 30, 1997 included in the Company SEC Reports, or (ii) as
incurred after the date _nereof in the ordinary course of busi-
ness consistent with prior practice and not prohibited by this
Agreement, the Company does not have any liabilities or obliga-
tions of any nature, absolute, accrued, contingent or otherwise
and whether due or to become due, that, individually or in the
aggregate, have or would have a Material Adverse Effect on the
Company.

5.13. Absence of Certain Changes or Events. During
the period since September 30, 1997, except as disclosed in the

Company SEC Reports filed prior to January 1, 1998, (a) the
business of the Company and its Subsidiaries has been conducted
only in the ordinary course, consistent with past practice,
except for the execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby, and
except as otherwise expressly permitted by this Agreement, (b)
neither the Company nor any of its Subsidiaries has taken any
action or omitted to take any action, or entered into any
contract, agreement, commitment or arrangement to take any
action or omit to take any action, which, if taken or omitted
after the date hereof, would violate Section 7.1 (other than
paragraphs (a), (d), (1) or (p) thereof), and (c) there has not
been, and nothing has occurred that would have, a Material
Adverse Effect on the Company.

5.14. Affiliated Transactions and Certain Other
Agreements. Set forth in Section 5.14 of the Company Disclo-
sure Statement is an accurate and complete listing, as of the
date hereof, of (a) all contracts, leases, agreements or
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understandings, whether written or oral, that are material to
the Company and its Subsidiaries taken as a whole, with or on
behalf of any Affiliate of the Company (other than its Wholly-
Owned Subsidiaries) or any of the Cable Stockholders or any of
their respective Affiliates, to which the Company or any of its
Subsidiaries is a party or is otherwise bound, or by which any
of their respective properties or assets is subject or bound,
(b) all contracts, leases, agreements or understandings,
whether written or oral, to which the Company or any of its
Subsidiaries is a party or is otherwise bound which contain any
restriction or limitation on the ability of the Company or any
of its Affiliates (other than the Cable Stockholders and their
non-Company Affiliates) to engage in any business anywhere in
the world, other than any such contracts, leases, agreements or
understandings the loss or breach of which, individually or in
the aggregate, does not and would not have a Material Adverse
Effect on the Company, and (c) all contracts, leases,
agreements or understandings, whether written or oral, giving
any Person the right to require the Company to register Shares
or to participate in any registration of Shares. The Company
has previously provided or made available to Parent true and
complete copies of each of the foregoing agreements.

5.15. Brokers and Finders. Except for the fees and
expenses payable to Merr.ll Lynch, Pierce, Fenner & Smith
Incorporated, which fees and expenses are reflected in its
agreements with the Company, copies of which have been
furnished to Parent, the Company has not employed any
investment banker, broker, finder, consultant or intermediary
in connection with the transactions contemplated by this Agree-
ment which would be entitled to any investment banking, broker-
age, finder’s or similar fee or commission in connection with
this Agreement or the transactions contemplated hereby.

5.16. S-4 Registration Statement and Information
Statement/Prospectus. None of the information supplied or to

be supplied by the Company in writing for inclusion or incorpo-
ration by reference in the S-4 Registration Statement or the
Information Statement/Prospectus will (a) in the case of the
S-4 Registration Statement, at the time it becomes effective,
contain any untrue statement of a material fact or omit to
state any material fact required to be stated therein or neces-
sary in order to make the statements therein not misleading or
(b) in the case of the Information Statement/Prospectus, at the
time of the mailing thereof, contain any untrue statement of a
material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they are
made, not misleading. If at any time prior to the Effective
Time any event with respect to the Company, its officers and
dl;ectors or any of its Subsidiaries shall occur which is re-
quired to be described in an amendment of, or a supplement to,
the Information Statement/Prospectus or the S-4 Registration
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Statement, the Company shall notify Parent thereof by reference
to this Section 5.16 and such event shall be so described. Any
such amendment or supplement shall be promptly filed with the
SEC and, as and to the extent required by law, disseminated to
the stockholders of the Company, and such amendment or supple-
ment shall comply in all material respects with all provisions
of applicable Law. The Information Statement/Prospectus will
(with respect to the Company) comply as to form in all material
respects with the requirements of the Exchange Act.

5.17. ACC Agreement. As of the date hereof, to the
knowledge of the Company, ACC is not in breach in any material
respect of any of its representations, warranties, covenants or
agreements contained in the ACC Agreement. None of the Company
or any of its Subsidiaries is in breach in any material respect
of any of their respective representations, warranties,
covenants or agreements contained in the ACC Agreement.

ARTICLE VI
REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Parent and Merger Sub each represents and warrants to
the Company that, except as set forth in the Parent Disclosure
Statement (each section of which qualifies the correspondingly
numbered representation and warranty or covenant as specified
therein) :

6.1. Organization, Et¢c. of Parent. Parent is a cor-
poration duly organized, validly existing and in good standing

under the laws of the State of New York and has all requisite
corporate power and authority to own and operate its properties
and to carry on its business as now conducted and proposed by
Parent to be conducted. Parent is duly qualified and in good
standing in each jurisdiction in which the property owned,
leased or operated by it or the nature of the business con-
ducted by it makes such qualification necessary and where the
failure to be so qualified or in good standing has or would
have, individually or in the aggregate, a Material Adverse
Effect on Parent.

6.2. Subsidiaries. .Each Subsidiary of Parent (a) is
a corporation or other legal entity duly organized, validly
existing and (if applicable) in good standing under the laws of
the jurisdiction of its organization and has all requisite cor-
porate, partnership or similar power and authority to own its
properties and conduct its business and operations as currently
conducted, except where the failure to be duly organized, val-
idly existing and in good standing or to have such power and
authority does not and would not have, individually or in the
aggregate, a Material Adverse Effect on Parent, and (b) is duly
qualified and in good standing in each jurisdiction in which
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the property owned, leased or operated by it or the nature of
the business conducted by it makes such qualification neces-

sary, except where the failure to be so qualified or in good

standing does not and would not have, individually or in the

aggregate, a Material Adverse Effect on Parent.

6.3. Agreement. Each of Parent and Merger Sub has
all necessary corporate power and authority to execute and de-
liver this Agreement, to perform its obligations hereunder and
to consummate the transactions contemplated hereby. This
Agreement and the consummation of the transactions contemplated
hereby have been approved by the respective Boards of Directors
of Parent and Merger Sub and by Parent as the sole stockholder
of Merger Sub, and have been duly authorized by all other nec-
essary corporate action on the part of Parent or Merger Sub.
This Agreement has been duly executed and delivered by a duly
authorized officer of Parent and of Merger Sub and constitutes
a valid and binding agreement of Parent and Merger Sub, en-
forceable against Parent and Merger Sub in accordance with its
terms. Neither Parent nor Merger Sub, nor any of their
respective Subsidiaries was an "interested stockholder" of the
Company, as defined for purposes of Section 203 of the DGCL,
immediately prior to the approval of the transactions
contemplated by this Agreement and the Voting Agreement by the
Board of Directors of the¢ Company.

6.4. Permits; Compliance. Each of Parent and its
Subsidiaries is in possession of all Permits from appropriate
Governmental Bodies (including the FCC) necessary for Parent or
any of its Subsidiaries to own, lease and operate its proper-
ties or to carry on their respective businesses as they are now
being conducted (the "Parent Permits"), and all such Parent
Permits are valid, and in full force and effect, except where
the failure to have, or the suspension or cancellation of, any
of the Parent Permits does not and would not, individually or
in the aggregate, (a) have a Material Adverse Effect on Parent
or (b) prevent or materially delay the performance of this
Agreement by Parent or Merger Sub. No suspension or cancella-
tion of any of the Parent Permits is pending or, to the
knowledge of Parent, threatened, except where the failure to
have, or the suspension or cancellation of, any of the Parent
Permits does not and would not, individually or in the
aggregate, (x) have a Material Adverse Effect on Parent or (y)
prevent or materially delay the performance of this Agreement
by Parent or Merger Sub. Neither Parent nor any of its Sub-
sidiaries is in conflict with, or in default or violation of,
(1) any Law applicable to Parent or any of its Subsidiaries or
py which any property, asset or operation of Parent or any of
its Subsidiaries is bound or affected or (ii) any Parent Per-
mits, except for such conflicts, defaults or violations that do
not and would not, individually or in the aggregate, (A) have a
Material Adverse Effect on Parent or (B) prevent or materially
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delay the performance of this Agreement by Parent or Merger
Sub.

6.5. Capital Stock. As of the date hereof, the au-
thorized capital stock of Parent consists of (a) 2,000,000,000
Parent Common Shares and (ii) 100,000,000 shares of preferred
stock, $1.00 par value per share. All of the outstanding
shares of capital stock of Parent are duly authorized, validly
issued, fully paid and nonassessable, and no class of capital
stock of Parent is entitled to preemptive rights. As of the
close of business on January 1, 1998, (i) 1,624,213,505 Parent
Common Shares and no shares of Parent preferred stock were
issued and outstanding and (ii) 1,269,953 Parent Common Shares
were held in the treasury of Parent. Except as disclosed in
the Parent SEC Reports, all outstanding shares of capital stock
of the Significant Subsidiaries (as defined for purposes of
Regulation S-X under the Exchange Act) of Parent are owned by
Parent or a direct or indirect Wholly-Owned Subsidiary of
Parent, free and clear of all liens, charges, encumbrances,
claims and options of any nature. As of the close of business
on January 1, 1998, there were outstanding options to acquire
no more than 69,000,000 Parent Common Shares.

6.6. Parent Common Shares. The Parent Common Shares
to be issued pursuant tc Article IV will, when issued, be duly
authorized, validly issued, fully paid and nonassessable and no
stockholder of Parent will have any preemptive right of sub-
scription or purchase in respect thereof. The Parent Common
Shares to be issued in the Merger will, when issued, be regis-
tered under the Securities Act and the Exchange Act and regis-
tered or exempt from registration under any applicable state
securities laws.

6.7. Litigation. Except as disclosed in the Parent
SEC Reports filed prior to January 1, 1998, there are no ac-
tions, suits, investigations or proceedings (adjudicatory,
rulemaking or otherwise) pending or, to the knowledge of Par-
ent, threatened against Parent or any of its Subsidiaries or
any Benefit Plans of Parent or any of its Subsidiaries, or any
property of Parent or any such Subsidiary (including Intel-
lectual Property), in any court or before any arbitrator of any
kind or in or before or by any Governmental Body, except ac-
tions, suits, investigations or proceedings or which,
individually or in the aggregate, do not and would not (a) have
a Material Adverse Effect on Parent or (b) prevent or
materially delay the performance of this Agreement by Parent or
Merger Sub.

6.8. Compliance with Other Instruments, Etc. Nei-
ther Parent nor any Subsidiary of Parent is in violation of any

term of (a) its charter, by-laws or other organizational docu-
ments, or (b) any agreement or instrument related to indebted-
ness for borrowed money or any other agreement to which it is a
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party or by which it is bound, the consequences of which violg—
tion, whether individually or in the aggregate, do or would (i)
have a Material Adverse Effect on Parent or (ii) prevent or
materially delay the performance of this Agreement by Parent or
Merger Sub. The execution, delivery and performance of this
Agreement and the consummation of the transactions contemplated
hereby will not result in any violation of or conflict with,
constitute a default under, require any consent, waiver or
notice under any term of, or result in the reduction or loss of
any benefit or the creation or acceleration of any obligation
under, (a) the charter, by-laws or other organizational
document of Parent (or any of its Subsidiaries) or (b) any
agreement, note, bond, mortgage, indenture, contract, lease,
Permit or other obligation or any instrument to which Parent or
any of its Subsidiaries is a party or by which any of the
assets or properties of Parent or any of its Subsidiaries is
bound or any instrument or Law, or result in the creation of
(or impose any obligation on Parent or any of its Subsidiaries
to create) any mortgage, lien, charge, security interest or
other encumbrance upon any of the properties or assets of
Parent or any of its Subsidiaries pursuant to any such term,
except in the case of clause (b) where any of the foregoing,
individually or in the aggregate, does not and would not .(i)
have a Material Adverse Effect on Parent or (ii) prevent or
materially delay the periormance of this Agreement by Parent or
Merger Sub.

6.9. Taxes. (a) Parent and its Subsidiaries have
filed all income Tax Returns and all material other United
States federal, state, county, local and foreign Tax Returns
required to be filed by them. Parent and its Subsidiaries have
paid all material Taxes due, other than Taxes appropriate re-
serves for which have been made in Parent’s financial
statements (and, to the extent material, such reserves have
been accurately described to the Company). There are no
material assessments or adjustments that have been asserted in
writing against Parent or its Subsidiaries for any period for
which Parent has not made appropriate reserves in Parent’s fi-
nancial statements included in Parent SEC Reports.

(b) There are no material claims or assessments
pending against Parent or any of its Subsidiaries for any
alleged deficiency in any Tax, and Parent has not been notified
in writing of any proposed material Tax claims or assessments
against Parent or any of its Subsidiaries (other than, in each
case, claims or assessments for which adequate reserves in Par-
ent financial statements have been established or which are
being contested in good faith or are immaterial in amount).

(c) There are no liens for Taxes on the assets of

Parent or any of its Subsidiaries, except for statutory liens
for current Taxes not yet due and payable (and except for liens
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which do not and would not, individually or in the aggregate,
have a Material Adverse Effect on Parent).

6.10. Intellectual Property. Parent and its Subsid-
iaries own, or have the defensible right to use, the Intellec-
tual Property used in their respective businesses, except where
the failure to own or have the right to use such Intellectual
Property, individually or in the aggregate, does not and would
not have a Material Adverse Effect on Parent.

6.11. Reports and Financial Statements. (a) Parent
has filed all reports (including proxy statements) and

registration statements required to be filed with the SEC since
January 1, 1996 (collectively, the "Parent SEC Reports").
Parent has previously furnished or made available to the
Company true and complete copies of all Parent SEC Reports
filed prior to the date hereof. None of the Parent SEC
Reports, as of their respective dates, contained any untrue
statement of material fact or omitted to state a material fact
required to be stated therein or necessary to make the state-
ments therein, in light of the circumstances under which they
were made, not misleading. Each of the balance sheets (in-
cluding the related notes) included .in .the Parent SEC Reports
presents fairly, in all material respects, the consolidated
financial position of Parent and its Subsidiaries as of the
respective dates thereof, and the other related statements
(including the related notes) included in the Parent SEC
Reports present fairly, in all material respects, the results
of operations and the changes in financial position of Parent
and its Subsidiaries for the respective periods or as of the
respective dates set forth therein, all in conformity with
generally accepted accounting principles consistently applied
during the periods involved, except as otherwise noted therein
and subject, in the case of the unaudited interim financial
statements, to normal year-end adjustments. All of the Parent
SEC Reports, as of their respective dates, complied as to form
in all material respects with the requirements of the Exchange
Act, the Securities Act and the applicable rules and
regulations thereunder.

(b) Parent and its Subsidiaries have not made any
misstatements of fact, or omitted to disclose any fact, to any
Governmental Body, or taken or failed to take any action, which
misstatements or omissions, actions or failures to act, indi-
vidually or in the aggregate, subject or would subject any
Pa;ent.Permits referred to in Section 6.4 to revocation or
failure to renew, except where such revocation or failure to
renew, individually or in the aggregate, does not and would not
have a Material Adverse Effect on Parent.

(c) Except (i) as and to the extent disclosed or
reserved against on the balance sheet of Parent as of Septem-
ber 30, 1997 included in the Parent SEC Reports, or (ii) as
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incurred after the date thereof in the ordinary course of bugi-
ness consistent with prior practice and not prohibited by this
Agreement, Parent does not have any liabilities or obligations
of any nature, absolute, accrued, contingent or otherwise and
whether due or to become due, that, individually or in the ag-
gregate, have or would have a Material Adverse Effect on
Parent.

(d) During the period since September 30, 1997,
except as disclosed in the Parent SEC Reports filed prior to
January 1, 1998, there has not been, and nothing has occurred
that would have, a Material Adverse Effect on Parent.

6.12. Brokers and Finders. Except for the fees and
expenses payable to CS First Boston Corporation and Goldman
Sachs & Co., which fees and expenses will be paid by Parent,
Parent has not employed any investment banker, broker, finder,
consultant or intermediary in connection with the transactions
contemplated by this Agreement which would be entitled to any
investment banking, brokerage, finder’s or similar fee or
commission in connection with this Agreement or the
transactions contemplated hereby.

6.13. S-4 Regigstration Statement and Information
Statement /Prospectus. Necae of the information to be supplied

by Parent or Merger Sub in writing for inclusion or incorpora-
tion by reference in the S-4 Registration Statement or the In-
formation Statement/Prospectus will (a) in the case of the S-4
Registration Statement, at the time it becomes effective, con-
tain any untrue statement of a material fact or omit to state
any material fact required to be stated therein or necessary in
order to make the statements therein not misleading or (b) in
the case of the Information Statement/Prospectus, at the time
of the mailing thereof, contain any untrue statement of a mate-
rial fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they are
made, not misleading. If at any time prior to the Effective
Time any event with respect to Parent, its officers and direc-
tors or any of its Subsidiaries shall occur which is required
to be described in an amendment of, or a supplement to, the
Information Statement/Prospectus or the S-4 Registration State-
ment, Parent shall notify the Company thereof by reference to
this Section 6.13 and such event shall be so described. Any
such amendment or supplement shall be promptly filed with the
SEC and, as and to the extent required by law, disseminated to
the stockholders of the Company, and such amendment or supple-
ment shall comply in all material respects with all provisions
of.applicable Law. The S-4 Registration Statement will comply
§w1th respect to Parent and Merger Sub and information provided
in writing therefor by Parent or Merger Sub) as to form in all
material respects with the provisions of the Securities Act.
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6.14. Ownership of Merger Sub; No Prior Activities;
Assets of Merger Sub.

(a) Merger Sub was formed by Parent solely for the
purpose of engaging in the transactions contemplated hereby.

(b) As of the date hereof and the Effective Time,
the capital stock of Merger Sub is and will be owned 100% by
Parent directly. Further, there are not as of the date hereof
and there will not be at the Effective Time any outstanding or
authorized options, warrants, calls, rights, commitments or any
other agreements of any character to or by which Merger Sub is
a party or may be bound requiring it to issue, transfer, sell,
purchase, redeem or acquire any shares of capital stock or any
securities or rights convertible into, exchangeable for, or
evidencing the right to subscribe for or acquire, any shares of
capital stock of Merger Sub.

(c) As of the date hereof and immediately prior to
the Effective Time, except for obligations or liabilities
incurred in connection with its incorporation or organization
and the transactions contemplated hereby and by the Voting
Agreement, Merger Sub has not and will not have incurred,
directly or indirectly through any Subsidiary or Affiliate, any
obligations or liabilities or engaged in any business or activ-
ities of any type or kir. whatsoever or entered into any
agreements or arrangements with any Person.

(d) Parent will take all action necessary to ensure
that Merger Sub at no time prior to the Effective Time owns any
material assets other than an amount of cash necessary to in-
corporate Merger Sub and to pay the expenses of the Merger at-
tributable to Merger Sub if the Merger is consummated.

6.15. Ownership of Company or ACC Stock. Neither
Parent nor any Subsidiary of Parent (excluding any employee

benefit plan, or related trust, of Parent or its Subsidiaries)
owns or, to the knowledge of Parent, has owned within the last
two years, any shares of the capital stock of either the
Company or ACC. Between the date of this Agreement and the
Effective Time, neither Parent nor any Subsidiary of Parent
(excluding any employee benefit plan, or related trust, of
Parent or its Subsidiaries) will purchase or otherwise acquire
any shares of the capital stock of either the Company or ACC
(except pursuant to the terms of this Agreement or as provided
in the ACC Agreement). ‘
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ARTICLE VII

ADDITIONAL COVENANTS AND AGREEMENTS

7.1. Conduct of Business of the Company. Except as
set forth in Section 7.1 of the Company Disclosure Statement,

as expressly permitted by this Agreement, as required by any
change in applicable Law, or as otherwise agreed by Parent in
writing, during the period from the date of this Agreement to
the Effective Time, (i) the Company will, and will cause each
of its Subsidiaries to, conduct its operations according to its
ordinary course of business consistent with past practice, and
(ii) to the extent consistent with the foregoing, the Company
will, and will use all reasonable efforts to cause each of its
Subsidiaries to, seek to preserve intact its current business
organizations, keep available the service of its current offi-
cers and employees, and preserve its relationships with cus-
tomers, suppliers and others having business dealings with it,
with the objective that their goodwill and ongoing businesses
shall be unimpaired at the Effective Time. Without limiting
the generality of the foregoing, from and including the date
hereof to the Effective Time, the Company will not, and will
not permit any of its Subsidiaries to, without the prior
written consent of Parent (except to the extent set forth in
Section 7.1 of the Compary Disclosure Statement):

(a) except for (i) Shares issued upon exercise of
options or other rights outstanding as of the date hereof
under Employee Plans or Benefit Arrangements, (ii) (A)
options to purchase, and awards of, no more than an
aggregate of 300,000 Shares, granted in connection with
new hires or promotions, directors’ retainers, and bonus
award programs, in the ordinary course of business
consistent with past practice under currently existing
Employee Plans or Benefit Arrangements, and (B) options to
purchase no more than an aggregate of 700,000 Shares
issued pursuant to or in accordance with the terms of the
ACC Agreement (which options are included within the
aggregate maximum number of Shares issuable pursuant to
the ACC Agreement as set forth in Section 5.6), and the
issuance of Shares upon the exercise thereof, (iii) Shares
issued pursuant to the terms of the ACC Agreement (a copy
of which, as in effect on the date hereof, has been
provided to Parent), (iv) Shares issued in accordance with
the terms of the Company Stock Purchase Plan as in effect
on. the date hereof, and (v) shares of Class A Common Stock
issued upon conversion of shares of Class B Common Stock
outstanding on the date hereof, in accordance with the
terms of the Company’s Certificate of Incorporation as in
effect on the date hereof, issue, deliver, sell, dispose
of, pledge or otherwise encumber, or authorize or propose
the issuance, sale, disposition or pledge or other encum-
brance of (A) any additional shares of its capital stock
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of any class (including the Shares), or any securities or
rights convertible into, exchangeable for, or evidencing
the right to subscribe for any shares of its capital
stock, or any rights, warrants, options, calls,
commitments or any other agreements of any character to
purchase or acquire any shares of its capital stock or any
securities or rights convertible into, exchangeable for,
or evidencing the right to subscribe for, any shares of
its capital stock, or (B) any other securities in respect
of, in lieu of, or in substitution for, Shares outstanding
on the date hereof;

(b) redeem, purchase or otherwise acquire, or pro-
pose to redeem, purchase or otherwise acquire, any of its
outstanding securities (including the Shares);

(c) except for conversions of shares of Class B
Common Stock outstanding on the date hereof into shares of
Class A Common Stock, in accordance with the terms of the
Company’s Certificate of Incorporation as in effect on the
date hereof, split, combine, subdivide or reclassify any
shares of its capital stock or declare, set aside for pay-
ment or pay any dividend, or make any other actual, con-
structive or deemed distribution in respect of any shares
of its capital stoc.. or otherwise make any payments to
stockholders in their capacity as such (other than divi-
dends or distributions paid by any Wholly-Owned Subsidiary
of the Company) ;

(d) (i) grant any increases in the compensation of
any of its directors, officers or employees, except in the
ordinary course of business consistent with past practice,
(ii) pay or award or agree to pay or award any pension,
retirement allowance, or other nonequity incentive awards,
or other employee benefit, not required by any of the
Employee Plans or Benefit Arrangements to any current or
former director, officer or employees, whether past or
present, or to any other Person, except for payments or
awards that are in the ordinary course of business,
consistent with past practice, and that are not material,
(iii) pay or award or agree to pay or award any stock
option or equity incentive awards except as expressly
permitted by Section 7.1(a), (iv) enter into any new or
amend any existing employment agreement with any director,
officer or employee, except for employment agreements with
new employees entered into in the ordinary course of
business consistent with past practice and except for
amendments in the ordinary course of business, consistent
with past practice, that do not materially increase
begef@ts or payments, (v) enter into any new or amend any
existing severance agreement with any current or former
director, officer or employee, except for agreements or
amendments in the ordinary course of business, consistent

-32-



